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Foreword
As we approach the end of a most atypical
year, the uncertainties mentioned in our
previous financial newsletter did not fade;
instead, they were amplified. After a mild
summer where indicators had some space
to recover from the sharp drop of March,
the second wave of COVID-19 brought further disruption, leaving world leaders between the devil and the deep blue sea as to
whether save the economy or contain the
virus.
With most countries adopting mixed policies, avoiding lockdowns but imposing
some restrictions and curfews, part of the
total impact was soothed. Nevertheless,
health systems were still put under a severe
pressure as the number of new cases remain dangerously high and the global economic recovery to levels pre-pandemic is
slowing down. Adding to this, inflation continues at very low levels – far from the 2%
target – and sovereign debts continue to increase.

you the stock of Sony, which recently unveiled its latest console. In addition, we are
introducing a new section which will sometimes replace the M&A of the Month. For
this first edition, we present you the IPO of
McAfee, which has gone public for the second time.
Last but not least, the US elections and its
unusually long wait for the final results had
a notorious impact in the stock markets all
over the globe. It is this issue, and especially the impact on tech shares, that is discussed on the last section of this newsletter.

Have nice readings and bold investments,
Gonçalo Mendes Pereira, Editor-in-Chief

Nonetheless, the recent news of vaccines
arriving at the final stages served as a beacon of hope, signalling the situation may get
better in the months to come. This made investors and institutions more optimistic
about 2021, as most forecasts still predict a
recovery in the first two quarters. All this is
explored in more detail in this 20th edition of
our Financial Newsletter.
Furthermore, as firms try to remain afloat
and ensure future sustainability, we bring
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Macroeconomic Overview

Beatriz Garrett Lourenço
Research Department

The pandemic caused an expected economic emergency for
all countries around the globe.
Between the months of September and October, the arrival of
the second wave sparkled the
most severe world recession
since World War II.
Since March, Portugal has suffered a drastic drop in the economic sentiment indicator extending to all confidence indicators estimated by the Eurostat.
This economic deterioration reduced the Portuguese GDP,
mainly due to the break in the
tourism sector which had a positive tendency until the COVID19 situation. In fact, by 2019,
tourism revenues recorded an
8.7% contribution to the national
GDP, which represented an increase of 661.8 million euros
when compared to the previous
year.
Overall, Portugal’s GDP fell 5.7%
YoY in the third quarter of 2020
predicting the biggest yearly
contraction in decades. It is estimated that all components of aggregate demand will have a negative impact on the GDP growth,
especially the external demand
with a decrease of 15.4%, leading to a deficit in the Portuguese
current account. Additionally,
government consumption is increasing and expected to remain
in that direction due to the impact of the policies adopted.
Even though economic production recovered quickly after the

first wave, leading to the restoration of consumer confidence and
the stabilization of financial markets, new measures were necessary to slow the spread of the virus, again putting more pressure
in the economy. This made several countries such as Germany,
Portugal, and Italy to turn to curfews and to less restrictive
measures as they no longer
have the economic capacity for
new mandatory general quarantine. This was decided to avoid
negative effects on interest and
employment rates, on consumer
sentiment, on aggregate demand and in public spending.
According to Eurostat, economic
activity in the Eurozone is recovering very slowly. In the third
quarter, the GDP decreased by
4.4% YoY, representing less
than 14.8% than previous quarter. In October, there was a positive shock in the aggregate supply, fuelled by a negative change
in the prices of oil and raw materials (-1.5% and -1.6% respectively).
In the US, the economy is vulnerable, but exports are expected to increase. After the
brutal real GDP decline of 31.4%
in the second quarter, with the
efforts and measure to reopen
some activities, the following
quarter increased by 33.1% exceeding the previous expectations for the nation’s recovery.
However, unemployment has
been rising, reaching 778,000
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people in the third week of November. It should be noted however that in this third quarter of
2020, the US managed to recover two thirds of its economic
production lost due to the pandemic. Regarding the inflation
rate, it has been stable since August; nevertheless, in October, it
was registered at -0.8%, far from
the target of 2%.
For the developing Asian economies, the Asian Development
Bank expected a contraction in
the economy of 0.7% in 2020
and forecasted a recovery of
6.8% for 2021. Nonetheless
some territories are already seeing some recovery in this third
quarter, such as Hong Kong
which despite being hit by the
US-China trade war and the pandemic. Japan is another example, with its GDP recovering from
a record drop of 28.8% in the
second quarter, with a growth of
21.4% propelled by an increase
in private consumption and net
external demand and a decrease

in capital expenditure. Nonetheless, the consumer prices registered a value of -0.4%: the sharpest drop in the last four years.
For Africa, the World Bank forecasted a decrease in growth of
3.3% this year. In addition, the
economic recovery is expected
to be slow and uneven, resulting
in lower income, increased inequality and undermining the sustainability of public debt due to
rise public spending to face the
pandemic. Angola, for instance,
is in its fifth consecutive year of
recession, with a contraction of
4% and an inflation’s acceleration of 24%.

had less severe contractions
whilst Peru, for instance, had a
forecasted decrease in GDP of
12%. Nonetheless, it is expected
to have one of the quickest economic recoveries in the continent by 2021, with a forecasted
increase of 7.6%.

Sources: BBC, ECB, Eurostat, IMF,
Moody’s, OECD, Trading Economics,
World Bank

Across the Atlantic, Latin America is facing a humanitarian crisis
as it has the highest COVID-19
death rates in the world. According to IMF the region’s GDP is
expected to contract 8.1% this
year and the recovery for 2021 is
also expected to be uneven. In
fact, countries such as Brazil and
Costa Rica were noted to have

Source: Alex Duffy/Unsplash
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Economic Calendar
Context

Samuel Capucho
Research Department

As we reach the final quarter of
this year, we understand how
unpredictable the current situation is. After a recovery during
the summer, October was
marked by the rising of economic uncertainty as most countries are once again facing the
trade-off between leaving the
businesses partially open to try
minimize the economic impact of
the second wave or to revert to
a lockdown and risk hitting even
higher levels of debt. Despite the
support of monetary and fiscal
policy from both the Federal Reserve (FED) and European Central Bank (ECB), most countries
are already facing a serious economic crisis. But it is not all bad
news: with potential vaccines
reaching the final stages, we
may finally see a light at the end
of the tunnel. The novelty encouraged investors and financial
markets reacted strongly to that,
which gives a much-needed
boost to the economic outlook.

European Commission (EC)
forecasted a contraction in the
Euro Area of 7.8% this year and
a growth of 4.2% next year. Additionally, Hungary and Poland
blocked the 2021-2027 European Union COVID-19 budget
and recovery fund. Since the
budget can only be implemented
by unanimity, the situation may
worsen the recovery of countries
that are in need of serious support, such as the case of Portugal.

Economic Outlook

In the United States, following a
decrease of 31.7% at an annual
rate in the second quarter, the
US Bureau of Economic Analysis
estimated a GDP increase of
33.1% in the third quarter of
2020 at an annual rate. Despite
the pandemic and consequent
contraction of the economy, the
US housing market is on the rise,
with the prices being driven not
only by a strong demand, but
also by an historically low and
currently less than 3% mortgage
interest rates. Low mortgage
rates give buyers more purchasing power and allow to sellers to
rise prices.

After a strong economic rebound in the third quarter - the
strongest quarterly Gross Domestic Product (GDP) expansion
on record in the Euro Area, due
to the partial opening of businesses, European Union’s GDP
growth now seems it will stagnate in the fourth quarter of this
year. By the November 5th, the

According to the IMF, the global
growth is expected to be 4.4%,
which is a small upgrade from
their June forecast. However,
due to the epidemiological situation, growth projections will continue to suffer a high degree of
uncertainty and risks. In the
meantime, China’s economy is
growing again and is one of the
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only countries whose economy
keeps booming even after the
COVID-19.

Inflation
According to the Eurostat, the inflation in the Euro Area for October was less 0.3% when compared to September. Aligned
with our previous Financial
Newsletter, the component of
food, alcohol and tobacco registered again the highest expected
rate, with 2% which was above
the value registered in September. The second component
with the highest expected rate
were services, with 0.4% followed by non-energy industrial
goods with -0.1% and finally, energy stayed with a stable annual
inflation.
In Portugal, as reported by Trading Economics, consumer prices
fell 0.1% YoY in October. The
country’s prices remained lower
than the Euro Area’s average
making this the second consecutive month that the country registers a deflation. In fact, as we
reach the end of the year, the
Ministry of Finance expects the
Consumer Price Index to register a deflation of 0.1% this year.
In the US, the annual inflation
rate fell to 1.2% in October,
which is considerably below the
pre-pandemic value of 2.3% registered in February. In addition,
the cost of medical care commodities dropped alongside the
energy prices and the cost of
transportation services.

Labour Market
According to the Eurostat, the
unemployment rate for September in the Euro Area was at 8.5%,
a value above the total of 7.6%
registered in the European Union (EU). Both these values represent an increase when compared to August. However, October recorded a decrease in unemployment which stands now
at 8.4% while it remains unchanged in the EU. According to
the EC, the far less restrictive
measures implemented by the
Member States helped minimizing the pandemic’s impact on
the labour market, allowing the
rise in unemployment to be
more muted when compared to
the drop in economic activity,
Additionally, the Employment
Expectations indicator in the
Euro Area is declining for the
second month in a row.
In the third quarter, Portugal’s
unemployment rate was at 7.8%
and the IMF expects it to hit 8,1%
by the end of 2020. According to
INE however, in October the unemployment dropped to 7,5%,
the second consecutive monthly
decline.
For the United States, the Bureau of Labor Statistics reports
that the unemployment rate fell
to 6,9% in October, which marks
the sixth consecutive month the
rate has declined. In addition,
while the unemployment rate
has dropped, workers on temporary “layoff” fell to 3.2 million,
among the unemployed. During
this period, notable job gains oc-

curred in hospitality, professional and business services, retail trade and construction.

Central Bank’s Decisions
In the October meeting, the ECB
took a passive approach and will
not change their policy decisions
until December. With that, they
will continue to execute and
maintain their last meeting decisions, mainly reported in our last
Financial Newsletter. The financial stability vulnerabilities in the
EU have increased in the last
months and the recovery is uncertain.
In October and November, FED
will continue to keep borrowing
at low costs to help the economy
recover from the recession,
while in the meantime, it intends to promote maximum employment and price stability. On
November 5th, it was decided to
hold interest rates between 0
and 0,25% to maintain the economy's help. The US economy
continues well below the levels,
as some indicators report, and
the FED intends to support the
economy through its bond-buying program.

Sources: BEA, ECB, Eurostat, FED,
IMF, INE, Trading Economics

6

Financial Newsletter | October-November, 2020

Financial Markets
Indexes

about COVID-19, as the world
was fearing for a devastating
second wave.

S&P 500

After the second day of November, there was a significant
growth, partly driven by the US
elections. After election day, the
growth rate went from 3.03% to
5.31%, continuing to grow despite slight slowdowns. The maximum growth rate for the index
was reached on the 16th at
10.92%. With the news of the arrival of a vaccine and the expectation of political stability in the
US, the extended S&P 500 index
rose 0.24%.

Ricardo Pino
Research Department
(Commodities & Forex)

Tomás de Castro
Research Department
(Indexes & Fixed Income)

Between October and November, two relevant lows were recorded: the first on October 28th,
$3,271.03 and the second on
October 30th, $3,269.96. However, it performed positively
overall and peaked at $3,626.91
on November 16th. In 52 weeks,
it increased 0.24% to a value of
$3,645.99. In fact, over the last
three months, it grew 4.41% and
arrived at November 27th at
$3,635.35. This recovery was
mainly due to the less rigid
measures to fight the pandemic
adopted by most countries. As a
result, we see an acceleration in
the manufacturing sector, a decrease in the unemployment and
the release of some optimistic
economic reports.
During October, on the 2nd and
on the 6th, there was a break;
however, until the 12th there was
an increase, reaching the value
of $3,534.22. From the 12th there
was a sharp drop until the 28th,
with a weekly decline of 5.6%.
This may have happened due to
the resurgence of new concerns

Top winners: Etsy Inc. (10.66%),
Carnival Corp. (4.50%) and Illumina Inc. (4.29%) Top loser: Diamondback Energy Inc. (-4.12%),
Zions Bancorp N.A. (-3.64%) and
Hess Corp. (-3.44%)
Sources: CNBC, Degiro, Investing,
MarketWatch, S&P Global

NASDAQ Composite

Along the rest of the market, the
NASDAQ has been experiencing successive increases and
decreases. The most significant
break occurred on October 30th,
presenting $10,911.59. There
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were also two highs registered in
these two months: the first being
on October 13th with $ 11,863.09
and the other on November 6th
at $11,895.23. In 52 weeks, it
registered a growth of 0.92%
with a value of $ 12,236.23.
On October 2nd, the index fell to
$11,075.02. However, it then increased to $11,863.90 on October 13th. Until the end of the
month there was a negative rate
of change reaching -6.7% on the
last day of the month. The maximum growth was 1.54% on the
12th. It is important to note that in
this particular month the shares
were mixed with small and medium capitalization advancing,
while large capitalizations decreased, crude oil also decreased by 11% despite the verified growth rates, cases of
COVID-19 are increasing exponentially worldwide leading to a
wave of more blockades.
The month of November started
with a big drop that started in the
previous month. However, on
the 5th it began to register a positive rate of change, reaching
$11,890.93. Since then, there
has been positive growth rates,
except on the 11th, reaching
$12,236.23 on November 27th.
For this month, despite the evidence of the second wave of the
pandemic, businessmen saw
countries having some resistance to shutting down, which
encouraged them to invest and
in addition Thanksgiving Day
made the market go up by 1.2%
as a rush to the stores was expected.

Top winners: SCWorx Corp.
(77.6%), Oramed Pharmaceuticals Inc. (37.77%) and FeightCar
America Inc. (37.31%). Top losers: Yunji Inc. ADR (-22.72%),
Newborn Acquisition Corp. (22.32%) and GulfportEnergy
Corp. (-20.33%)
Sources: CNBC, Degiro, Investing,
MarketWatch, NASDAQ

FTSE 100

During October and November,
the highest minimum was on October 30th at £5,577.27, which
was accompanied by three low
days. In 52 weeks, it increased
0.07% to a value of £ 7,689.67.
October began with a slight
growth, however since the 9th it
decreased, and, on the 14th, it
got a negative rate of change
that continued until the November 9th. Its monthly low was
£28,525.52 on the 28th and its
monthly high occurred on the 9th
with £6,016.65. Even though, the
index reduced 282 points during
the month, it evolved in line with
investors' expectations due to
the health crisis and with the increase in restrictive measures in
European countries. Worth noting that Astrazeneca, the largest
listed company, fell 1.4%.
In early November, we saw an increase from the 2nd to the 4th,
however, from the 4th to the 6th

we saw a small plateau between
£5,883.26 and £5,910.23. There
was then an increase until the
11th when it reached £6,381.10,
which was the highest value
since June. After that, there was
some inconsistency with small
increases and decreases, but on
average they remained stable
and without any major growth
until the end of the month, as the
highest growth rate occurred on
the 24th at 7.86%. This month's
growth was propelled by investors’ optimism due to the final
stages of Pfizer’s vaccine and
Joe Biden's victory. On the other
hand, the pound lost ground
against the dollar and the euro
and the arrival of the deadline for
the Brexit process may represent a factor of deceleration.
Top winners: Rightmove PLC
(2.9%), GVC Holdings PLC
(2.66%) and Smith & Nephew
PLC (2.58%). Top losers: Severn
Trent PLC (-2.53%), DCC PLC (2.34%) and International Consolidater Airlines Group S.A. (2.31%)
Sources: Investing, MarketWatch, The
Motley Fool, The Telegraph

DAX

After registering its biggest drop
of the year in March, the DAX
had a small growth since then. In
52 weeks, it increased to a value
of €13,795.24, which represents
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an increase of 0.37% in said period.
In October, it grew until the 12th,
reaching €13,138.41. However,
after the 13th and until the 6th of
November it registered a negative growth rate that reached its
highest minimum on the 28th of
October with a rate of change of
-11.3%. In value terms, it
reached its lowest level on October 30th with €11,450.08. In this
month, the DAX fluctuated considerably, testing levels clearly
above the opening and clearly
below the monthly opening and
closing levels.
In November, it recorded an increase until the 11th, registering
€13,216.18, only breaking on the
6th, and then resuming growth.
However, after its peak on the
11th, it fell and remained relatively stable. Between that day
and November 23rd, it had a variation rate between 0% and 1%.
After the 24th of November it registered a growth rate of 1.99%
despite recording €13,292.44. It
should be noted that economic
figures in Europe have been
anaemic, investors are expected
to wait for the ECB to flood the
market with stimuli since there is
a possibility that the situation will
worsen.
Top winners: Infineon Technologies AG (3.50%), Covestro AG
(2.31%) and RWE AG (1.84%).
Top losers: Volkswagen AG
Non-Vtg Pfd. (-1.8%), Bayerische Motoren Werke AG (-14%)
and adidas AG (-1.27%)
Sources: BMWi,
ketWatch

Investing,

Mar-

PSI 20

During October, the PSI 20 was
growing until half of the month
reaching, on the October 14th, its
monthly maximum of € 4,300.30.
During November, it registered
an almost constant increase. In
52 weeks, it increased 0.97%
and a value of € 5,454.21.
In October, it registered a negative rate of change throughout
the month, reaching its minimum
on October 29th at -11.05%. This
started the month with a change
rate of -5.45% and €4,106.1 and
ended at €3,945.12.
In November, there was a rate of
change that evolved positively,
reaching values above zero on
the 11th and on the 27th, the rate
of change reached 7.11%. In values, on the 16th it peaked at
€4,626.33, fluctuating a little
later, reaching €4,632.94 on the
30th.
The evolution of PSI 20 in October was due to a substantial increase in the number of infected
cases, which worried investors.
The policies to combat the pandemic adopted were one of the
factors that contributed to this
evolution, given that with the increase in cases, it was expected
that more rigid measures would
come, but later in November,
with the protection of trade by

the government reassured investors gave them space to invest. Funds from the EU were
another factor that allowed investors to have more hope for
the market's recovery.
Top winners: Mota-Engil SGPS
(14.55%), NOS SGPS (2.56%)
and Ibersol SGPS (1.59%). Top
losers: Pharol SGPS (-3.08%),
Banco Comercial Português (1.35%) and Jerónimos Martins
SGPS (0.32)
Sources: Euronext, Investing, MarketWatch

Fixed Income
US 10Y Bond

Aligned with what had happened
at the end of September, October began with growth. At that
time, the bond yield was 0.677%
and by the beginning of November it stood at 0.857%. In 52
weeks, the yield varied between
0.380% and 1.951%, having the
maximum value during the period of October and November
been recorded on the 10th of November at 0.64%.
After the initial growth, on October 6th, the bond was not able to
maintain the trend and dropped
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from 0.788% to 0.743%. The following day it resumed, however,
failed to maintain and dropped
again to 0.731% on the 13th. It
then rose and reached its peak
of 0.866% on the 22nd, reducing
again afterwards. It ended the
month with a growth that continued into the following month despite some minor drops.
On the 3rd day of November, the
bond reached a peak of 0.98%
reducing to 0.769% until the 4th.
The 6th day began with a recovery that continued until the 10th,
where it achieved the highest return value of the month and
quarter. After that, the value of
the security decreased again until the end of the month, although
on the 24th and 25th it showed
signs of growth, which could not
be supported.
During these two months, the
developments can be explained
by the fact that in the beginning
of October, securities increased
due to fiscal stimulus having
reached records as the market
was showing growth with the increase in purchases. Another
factor that led to more dynamism
was that unemployment fell less
than expected. Additionally, in
the middle of the month, the intensification of the presidential
campaign created some instability in the market causing it to
break. At the end of the month
the market grew again as the
FED unveiled new measures to
help small businesses recover
from the pandemic crisis by increasing their market value.
Also, on the 30th, the rumours of

this fiscal aid made investors increase their contribution to the
market. In November, the instability of the US elections took
away the sense of risking investors and the lack of a clear result
accentuated this, causing the
yield of the bond to fall. After
learning that gold was more reliable and that the market was
more solid than expected, a
wave of investments commenced after the 6th. With the increase in cases, the market fell,
but later with the news of vaccines reaching the final stages
created a positive impact in this
market.
Sources: CNBC,
ketWatch

Investing,

Mar-

German 10Y Bond

Throughout October and November, the bond’s yields were
always negative, however in October 19th it registered the lowest
rate of -0.623%. Between the
29th of October and the 4th of November, there was a variation in
the lowest rates of the last two
months, reaching a minimum of
-0.637 that was registered on the
2nd and 4th of November. In 52
weeks, the rate of change stood
between -0.006 and -0.142. It
should be noted that the German
10Y Bond maintained its downward trend. The industrial sector

continued to recover and between October and November it
increased from 56.4 to 57.9, exceeding the projection for the
beginning and end of the month.
On the 3rd day of October, the
bond yield increased to -0.505%
and continued to increase until
reaching -0.491% on the 7th. It
then failed to maintain the rate of
return and decreased until the
19th, influenced by the inflation
rate data transmitted by the
ECB, which was -0.2%, revealing
a slowdown in the German economy. After the 19th, we saw a
growth due to the recovery seen
in other markets, making investors more optimistic and willing
to take risks, reaching -0.567%.
Subsequently, bond yields fell
until the end of the month due to
great instability and low expectations for European “Euro Bond”
funds. Bond markets saw the
ECB meeting as an expectation
that the pandemic emergency
bond buying program that most
investors expect will be expanded in December.
November began with a growth
that contrasts with the drop seen
in the previous month. On the 3rd
day, the rate of return stood at
-0.617%; however, on the 4th it
decreased again, which coincides with the US elections that
may have caused some instability in investors. However, between the 5th and the 6th there
was an increase in profitability,
which lasted until the 10th at a
rate of return between -0.616%
and -0.482%. After this improvement, the economy was not able
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to maintain it and the profitability
rate decreased to -0.580% on
the 20th, although on the 17th and
18th it showed signs of improvement. On November 24th there
was an increase to -0.561%, decreasing again afterwards until
the end of the month. The
growth seen at the beginning of
the month was due to the possibility of a lockdown, to the instability resulting from the US elections. However, they are beginning to fall again with the news of
the arrival of the vaccine to battle
COVID-19.
Sources: BMWi, Investing, Kitco, Reuters, Trading Economics

Commodities
Oil
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WTI Crude Oil began the month
of October with a quotation of
$39.90 per barrel having some
fluctuations during the month.
However, a major decrease happened later in the month, which
led to a five-month low on October 30th with a value of $35.79.
This can be explained by uncertainty over elections in the US
and to a big increase in COVID19, which forced governments
and authorities to reintroduce

lockdown, affecting the oil prices
harshly. These factors were further influenced by the rising oil
output and the absence of further fiscal stimulus. The highest
value in the month was registered on the 20th with $41.70 and
its lowest on the 30th with $35.79,
as previously mentioned.
November saw a sharp monthly
rise since the first day in opposite to the previous month. The
opening value was $35.24 a barrel, but decrease to $33.64, being the lowest value of the
month. Afterwards, the prices
started growing having the highest value of the month been
achieved on the 25th with $46.09
per barrel. The price rebound
seen along the month was very
much due to the increasing hope
for a vaccine that would ease the
restrictions and losses in energy
demand. Besides these main
factors, the shrinking US oil inventories and the news that Russia will cut its oil production in
the first quarter of 2021, helped
the sharp monthly rise.
By the end of November, the
prices became more unstable
and after peaking at $45.66 on
December 1st, it fell again arriving at $44.01. This was mainly
explained by OPEC’s decision to
postpone its meeting to discuss
the output policy for 2021. However, on December 2nd, the price
rebounded, increasing 2% to
$45.42, mainly driven by the
news that the UK had been the
first Western country to approve
a vaccine to fight the pandemic.

Gold
GOLD
2000
1950
1900
1850
1800
1750
1700
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Followed by months of growth,
October began with a price of
$1.891,20 and since then moved
back and forth around $1.900,00
having its peak on the 12th, with
a price of $1.939,40. It then began decreasing, achieving its
lowest value on the 29th with a
price of $1.859,20.
On the other hand, November
started with a price of $1,877.00
and grew until the 9th when it had
its peak at a price of $1,966.1.
However, in the same day it had
a major fall and since then until
the last day of the month it decreased reaching its lowest price
on the 30th with a value of
$1,776.5, making it one of the
worst months in four years. This
decrease can be explained by
the election of a new US President who promised stability and
the optimism related to the new
vaccines for COVID-19 who are
already in the final stages of approval in Western countries.
However, in early December
with the US stimulus package
and the low interest rate, the
price of Gold rose again, achieving a weekly-high on December
2nd at $1,830.19
Sources: Bloomberg, Kitco, Reuters,
Yahoo Finance

Sources: Bloomberg, CNBC, Investing, Reuters
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Forex
EUR/USD
EUR/USD
1.2
1.19
1.18
1.17
1.16
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grew from 54.4 to 54.8, surpassing the forecast by 0.4. The
manufacturing PMI in the US
grew from 53.3 to 53.4.
Sources: Bloomberg, Investing, Reuters

EUR/GBP
EUR/GBP
0.92

The EUR/USD started October
at 1,1724 and closed at 1.1675,
having had a decreasing tendency. It had a small fall between
the 5th and 13th, followed by another fall and then a period of
growth from the 16th to the 22nd,
where it achieved its highest
value of 1.1882 on the 20th. After
that, the EUR/USD suffered a
bigger fall – mainly due to the impact of the second wave of
COVID-19 – reaching the lowest
value of the month, on the 30th at
1.1643. Additionally, the manufacturing PMI in the Eurozone
grew from 51.7 to 53.7, being
equal to its forecast and in the
US grew from 53.1 to 53.2, falling short of its forecast by 0.3.
In November, the pair started at
1.1643, mainly with a growing
tendency, despite its fall on the
period between the 9th and the
12th. The highest value registered was 1.2002, on the last day
and its lowest was 1.1608, on the
4th day. These results were
mainly explained by the victory
of Joe Biden in the US Presidential Elections and multiple reports of advancements in the
coronavirus vaccines. The manufacturing PMI for the Eurozone

0.91
0.9
0.89
0.88
0.87

day of the month where the pair
had an important increase. The
manufacturing PMI for October,
grew from 51.7 to 53.7, being
equal to its forecast in the Eurozone, while in the UK decreased
from 55.2 to 54.2, falling short on
its forecast by 0.2. In November,
it grew from 54.4 to 54.8 on the
Eurozone, 0.4 above its forecast,
while in the UK grew from 53.3
to 53.7, surpassing its forecast
by 0.4.
Sources: BBC, Bloomberg, Investing

The EUR/GBP exchange rate
opened October at 0.9114 and
closed at 0.9031, having its highest value on the 19th at 0.9146
and its lowest on the 30th at
0.8982. The tendency for this
month was a decreasing one,
with only a period of growth between the 15th and 21st. The reasons for this tendency were
mainly the strongly worsening of
the sanitary situation as daily infection, which ended up achieving record highs in the following
month, that propelled new restrictive measures, weighing
down on the economic recovery
In November, it began at 0.9006,
having its highest value on the 1st
day and its lowest on the 11th.
However, this month had some
important fluctuations, namely
the period between the 6th and
11th were the EUR/GBP suffered
a inclined fall, mainly due to the
Brexit negotiations that did not
progress with both the UK and
EU missing the informal deadline
of November 15 to reach a deal,
and between the 24th to the last
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Investment Banking
Stock Pitch:
Sony Corporation
Bernardo Soares
Research Department

Company Background

Pedro Serrano
Research Department

Sony Corporation (SNE) is a
leading Japanese technological
company mainly operating in the
consumer electronics industry,
commercializing products such
as video game consoles, televisions, semiconductors and computers. Additionally, the company also operates in the electronic gaming industry, via Sony
Computer Entertainment and
produces movies and music
through Sony Pictures and Sony
Music, respectively.
It was founded on May 7, 1946 in
Shirokiya, near Tokyo and at the
present time is listed in both the
Tokyo Stock Exchange with the
identification code 6758, and on
the New York Stock Exchange
with the ticker SNE, which is the
one we will be focusing our attention. By looking at its performance since its first registered
value (February 1, 1973) we
conclude that is up by roughly
1,131%.

Sony is widely known for its
gaming consoles and video
games: a sector they dominate
being the largest video game
console company and the second-largest video game publisher. Their latest gaming console, PlayStation 5, was showcased two months ago, on September 16, and was released on
November 12. This was a major
leap of seven years since the release of the previous console,
which went up to sell more than
113 million units.

Catalyst & Strengths
Sony is a widely recognized
brand that has been in the industry for seven decades, thus having a very good grasp and insights on how to operate relying
on a worldwide distribution line
and constantly investing in R&D.
A positive point is the abovementioned new console that was
launched in the previous month.
In the weeks prior to its showcase and around the beginning
of its pre-orders, the company’s
stock went up by roughly 10%.
Then, half a month before it
started being commercialized
the stock grew by 17%, showing
how investors trust the company’s ability to create competitive products.
Another important point to look
at is the COVID-19 pandemic. As
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the situation worsens and more
countries return to lockdowns,
people will progressively spend
more at home, which might lead
to an increase in demand for
Sony's products especially televisions and consoles.

Risks
Considering the electronic gaming industry, Sony faces a severe competition from companies such as Nintendo and Microsoft. This creates a wide
range of products available to
customers, leading to a very cutthroat environment for their new
product to thrive. This puts pressure on Sony to always be looking for further innovation and
provide a good service, otherwise it may easily lose market
share to its competitors.
An important issue that may affect the company’s expectations
is the crisis fuelled by the pandemic, which is reducing the
overall households’ disposable
incomes. With salaries being
reduced and jobs being cut,
less money will be available for
non-essential products, which
poses as a major threat to the
hypothetical opportunity to increase sales that was mentioned in the previous section.

Valuation & Financials
From the analysis of the third
quarter of 2019 to the third quarter of 2020, we can observe that
Sony’s overall performance increased, although there are

some values that declined in this
period. This evaluation is based
on a set of indicators and ratios
provided in the table below, regarding Sony’s NYSE stock,
SNE.
In 2019, the value of the Priceto-Earnings (P/E) ratio was at
9.78 and kept on increasing
throughout this year reaching a
value of 11.00 in September.
This is still below the industry average of 29.87.
In contrast, the Return-on-Investment (ROI) decreased from
19.16% in September 2019 to
15.77% in September 2020,
which indicates the loss of profitability, possibly explained by,
amongst other factors, the
COVID-19 pandemic.

than the increase in internal financing.
Regarding the stock price, it was
at $58.90 at the end of September of 2019 and after one year it
had increased to $76.75. Finally,
it reached the end of November
trading at it $94.07 and with a
price target of $100.65. In one
year, the market capitalization
grew from $72.11 billion to
$94.23.
From our analysis our recommendation is to HOLD, since
there are some and red flags regarding to some of the ratios and
due to the present situation,
which comprises several risks
and uncertainties to this industry.

The Return-on-Equity (ROE)
took the opposite direction and
increased its value, going from
18.89% to 19.04%, whilst the Return-on-Assets (ROA) remained
unchanged at 3.99%.
Both the Current Ratio and
Quick Ratio showed a positive
evolution, with the first increasing from 0.86 to 0.93 and the
second from 0.73 to 0.84, ranking above the industry´s average
of 0.46, implying short-term liquidity issues, as the ratios remain lower than 1. Nonetheless,
the increase in both indicators is
a positive sign that the company
is working on solving this issue.
The Debt-to-Equity (D/E) ratio
grew from 0.12 in 2019 to 0.15 in
the third quarter of this year, indicating that the company is increasing external financing more

14

Financial Newsletter | October-November, 2020

Sources: Bloomberg, CSI Market,
Finviz, Macrotrends, Sony, Yahoo Finance

In Dollars ($)

30/09/2019

30/09/2020

Market Cap (in billions)

72.11

94.23

Shares Outstanding (in million)

1,264

1,249

Last Price

58.90

76.75

Price to Earnings (P/E)

9.78

11.00

Earnings per Share (EPS)

1.38

3.46

Return on Investment (ROI)

19.16%

15.77%

Return of Assets (ROA)

3.99%

3.99%

Return of Equity (ROE)

18.89%

19.04%

Current Ratio

0.86

0.93

Quick Ratio

0.73

0.84

Debt/Equity (D/E)

0.12

0.15

EBIT (in billions)

2.59

2.99

11.33%

10.65%

EBIT Margin
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IPO of the Month:

company to a private equity
fund, TPG Funds, for $1.1 billion.

McAfee

On September 28th, it was announced that McAfee filed to go
public once again, thus being the
second cybersecurity company
to announce an IPO this year,
with the other company being
Sumo Logic which went public in
September.

Daniel Certo
Research Department
On October 22nd, the American
cybersecurity company McAfee
went public for the second time
in its history. Unlike most tech
IPOs which are commonly related to new growth companies,
McAfee is doing something rather unusual, since it has already
been public in the past.
McAfee's first IPO took place in
December 1999, when the company’s shares were highly
boosted by the bullish climate of
the Dot-Com Bubble. The expected range for those shares
was $6 to $8, however, the deal
yielded a value of $12 per share,
which allowed McAfee to raise
$75 million. After that IPO, the
shares were traded at NASDAQ
with the ticker MCAF.
After being publicly available until 2011, the company was acquired by Intel, which bought all
the company’s common stock at
$48 per share, a $7.46 billion acquisition. Then, in 2017, McAfee
regained some independence
after Intel spun off 51% of the

The announcement appeared
only a week after the public listing of Palantir and Asana and
just a couple of weeks after the
one of Snowflake and JFrog: all
of which performed very well after their IPOs. Therefore, investors had high expectations for
McAfee's IPO were high.
Additionally, some internal factors such as brand recognition
and an experienced management team with good cybersecurity expertise were big facts that
further supported this optimism.
Additionally, McAfee has proven
to be a profitable company that
frequently shows revenues and
expanding margins.
Since McAfee is a highly leveraged firm, one of the main goals
for this IPO was to reduce its
concerns about the long-term
debt and capital lease obligations, which corresponds to an
amount of $4.669 million. The remainder would be allocated to
pay to its sponsors and Intel and
to invest in the working capital
and to other general corporate
purposes.
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The syndicate of underwriters
was composed of Morgan Stanley, Goldman Sachs, TPG Capital,
BofA
Securities,
and
Citigroup, whose main purpose,
as generally is, was to decrease
the risk of this operation and to
boost the demand for shares.
The expected share price range
evaluated by these institutions
was between $19 and $22. This
re-entry in the public market involved 37 million shares or 42.6
million if the underwriters exercised all their options over
McAfee’s shares at $20 a share.
These extra 5.6 million shares
were due to the greenshoe option: an over-allotment option

Thus, according to the outstanding shares, the company was
valued in the IPO at about $8.6
billion. Nowadays, the company’s shares are traded at
NASDAQ with the ticker MCFE.
Although McAfee’s shares are
traded below its IPO price, the
actual hot tech IPOs registered
this year are denying the common poor performance of IPOs
that are usually related to recession periods. Nonetheless, the
company went public at the right
time, dealing perfectly with the
trade-off between its needs such as the intended debt reduction - and the current economic level.

QUICK FACTS
It was created in 1987, under the name McAfee Associates, by John McAfee.

Later that year, they would
launch their most famous
product to date: McAfee VirusScan.

At the time of this year’s
IPO, McAfee was valued at
$8.6 billion.

Sources: Capital.Com, Fortune Business Insights, Intel, Investopedia,
MarketWatch

Source: Moran/Unsplash

which offers the underwriter the
right to sell more shares than initially planned if there is high demand.
However, McAfee did not continue the recent success of tech
IPOs. Stock was traded at a
price below its IPO price implying that it was overpriced and
consequently, the greenshoe
option was not activated. Therefore, with the IPO, 37 million
shares were issued, of which
30,985,588 came from the company and 6,017,442 from existing shareholders. This led to an
amount raised of $740 million.
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Hot Topic
The elections’ impact on the stock
markets
Ana Filipa Pires
Research Department

As we know, the Presidents of
the United States of America
have had a great power to
change the course of the events
around them: and financial markets are not immune to this.
According to J.P. Morgan, markets are really sensitive to elections with a tendency for a more
immediate positive response
right after the election of a Republican president. It also stated
that the S&P 500 has been
higher in the years where there
are elections when compared to
the ones where there are not.
In 2016, when Donald Trump
was elected President, U.S. equity futures dropped 5%, but
right after that, on the following
day, the S&P-500 gained 1.1%.
This shows the high volatility that
elections bring to an already volatile environment. The 2020
elections were no different.
The days that preceded the
election day were harsh as the
stock market was falling and investors were unsure about the
election results and the future of
the US and the world. Given this,

the week before the election, the
Dow Jones Industrial Average
fell 6.5%.
Fortunately, after a period of
great volatility, markets started
to rise with tech shares being
strong performers, alongside
pharmaceuticals. On election
day, Facebook went up by 8%,
Alphabet - the owner of Google and Amazon by 6%, and Apple
by 4%.
This was due to investors’ believing in a major Democrat win,

Source: visuals/Pixabay

electing Joe Biden as president.
This party is known for wanting
to increase corporate taxes for
big tech companies, which
would increase costs to these
big players. However, investors
rapidly saw the power in the congress being divided between
democrats and republicans,
which created a wave of optimism. Investors are aware that
democrats can only implement
their measures if the majority of
the congress agrees. Thus, by
having that the congress divided, they realized that Joe
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Biden would not be able to easily
change tax laws as Republicans
are against it. This gave investors a sense of comfort knowing
that the probability of a massive
increase in taxes and thus, in the
costs for the companies, was
now lower.
The optimism led to a shock
wave in the financial markets
leading to big up-moves in the
tech-heavy NASDAQ of about
3.8%, followed by 2.2% in the
S&P-500 and 1.3% in the Dow
Jones Industrial Average. This
rising tendency in the stock market continued throughout the
election week: The S&P rose by
more than 7% until Friday, the
6th of November, where it stabilized, as the chances of a big
change in the results started to
diminish.

course of the election, but they
can take a big step back. Everything right now is full of uncertainty and so are financial markets. The way the new president
stimulates the economy and
deals with the pandemic will be
a future challenge for the markets.
Sources: BBC News, Financial Times,
JP Morgan, Sky News, Yahoo Finance

QUICK FACTS
The US Presidential Elections use an indirect system,
where voters elect members
of the Electoral College who
then chose the President.
Each state and the District of
Columbia have a predefined
number of electoral votes
based on their population.

The 2020 Elections were the
most voted elections in the
history of the country, with
both candidates being the
most voted ever.

Now, the result is known: Joe
Biden will be the next President
of the United States. What is not
known however is how will Biden
lead the country and how easily
will he make changes with half of
a congress that does not share
the same opinions as him. However, according to the Bespoke
Investment Group, the combination of a Democrat president and
a Republican congress is the
best for the financial markets,
especially for the stock market,
which reaches annualized gains
of 10% which can be a positive
indicator for the future of the financial markets under this new
presidency.
To conclude, the markets reacted well to the changes in the
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